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CONFIDENTIAL ISLAMABAD 5279 

FOLLOWING MESSAGE SENT ACTION ISLAMABAD INFO KARACHI MAY 2 1ST 
REPEATED FOR YOUR INFO 

QUOTE 
LAHORE 0622 

FOR SHAFFER 

TAGS: PFOR, PK, IN 
E.O. 11652: GDS 

SUBJECT: REACTION TO INDO-PAK AGREEMENTS 

REF: GIBNEY/SCHAFFER TELCON MAY 18 
ISLAMABAD 5059 

1 . REACTION IN PUNJAB TO RECENTLY ANNOUNCED INDO-PAK 
AGREEMENTS RESTORING AIR, ROAD, RAIL AND DIPLOMAT LINKS, 

AND EXTENDING TRADE TO PRIVATE SECTOR HAS BEEN CAUTIOUSLY 
OPTIMISTIC. IN SPITE OF LINGERING DEEP-SEATED ANTIPATHY 
TOWARD INDIA, THERE IS HOPE THAT REAL NORMALIZATION CAN BE 
ACHIEVED. A FINAL SETTLEMENT ON KASHMIR, HOWEVER, IS STILL 
VIEWED AS ELUSIVE. BHUTTO HAS GENERALLY WON PRAISE FOR 
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AGREEMENTS WHICH ARE REGARDED AS A MAJOR STEP FORWARD IN 
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FULFILLING SIMLA ACCORDS. AS RESULT. HIS DOMESTIC POLITICAL 
POSITION HAS UNDOUBTEDLY BEEN FURTHER STRENGTHENED. 

2. BUSINESS CIRCLES APPEAR HOPEFUL ABOUT RESTORATION OF 
TRADE IN PRIVATE SECTOR. DESPITE FACT ECONOMIES OF TWO 
COUNTRIES ARE NOT COMPLEMENTARY AND INDIA ENJOYS COMMANDING 
INDUSTRIAL LEAD, THEY LOOK FORWARD TO HAVING ACCESS TO 

VAST INDIAN MARKET. AS ONE BUSINESSMAN PUT IT: "WE MUST 
CONFRONT INDIA IN COMMERCIAL ARENA, NOT ON BATTLEFIELD. 
PAKISTAN MUST ACCEPT THIS CHALLENGE AND PROVE THAT IT CAN 
COMPETE ECONOMICALLY." THERE IS ALSO ENTHUSIASM OVER PROSPECT 
OF RE-ESTABLISHMENT OF AIR LINKS WITH BANGLADESH AND 
POSSIBILITIES THIS OFFERS FOR FURTHER RESTORING SOME OF 
OLD TRADE TIES. LOOKING AHEAD, ONE BUSINESS CONTACT EX- 
PRESSED HOPED THAT INDIA AND PAKISTAN MIGHT FIND IT ADVAN- 
TAGEOUS IN NEAR FUTURE TO COOPERATE IN SOME KING OF REGIONAL 
COMMON MARKET, PERHAPS BY EXTENDING RCD LINKS TO INCLUDE 
AFGHANISTAN AND BANGLADESH AS WELL AS INDIA. (WE DOUBT, 
HOWEVER, THIS FRET .TNG IS WIDELY SHARED AT PRESENT.) 

3. SOME CONCERN HAS BEEN REGISTERED ABOUT IMPACT OF 
POTENTIALLY LARGE VOLUMES OF TRANSIT TRADE ON PAK ROAD 
AND RAIL SYSTEM, WITH VISIONS OF COLOSSAL TRUCK TIE-UPS AT 
WAGAH- ATARI BORDERING CROSSING. THERE IS ALSO FEAR THAT 
PAKISTAN MAY EMERGE AS LITTLE MORE THAN CONDUIT FOR TRADE 
AMONG INDIA, AFGHANISTAN AND IRAN, WITH LITTLE REAL BENEFIT 
AT HOME. NAWA-I WAQT, IN AN OUTBURST OF CHAUVINISM. WARNED 
IN MAY 16 EDITORIAL THAT INCREASED TRANSIT TRADE COULD 
BRING IN ITS WAKE "SOCIAL, ECONOMIC, AND POLITICAL PROBLEMS," 

AND URGED NATION TO BE ON GUARD AGAINST "FOREIGN IDEAS AND 
AT, TEN CIVILIZATION." DESPITE RE-ESTABLISHMENT OF ROAD, 

RAIL AND AIR LINKS, FEW HERE BELIEVE THIS WILL SOON RESULT 
IN SIGNIFICANT INCREASE IN TRAVEL BETWEEN TWO COUNTRIES, 

CITING TRADITIONALLY RESTRICTIVE VISA REGULATIONS. 

4. CONSUL GENERAL RECEIVED INTERESTING REFLECTIONS ON 
AGREEMENTS FROM IRANIAN CONSUL GENERAL PEDRAM DURING CON- 
VERSATION MAY 20. PEDRAM ASSERTED THAT INDO-PAK RAPPROCHE- 
MENT, A SIGNIFICANT ACHIEVEMENT, MUST ALSO BE VIEWED IN 
CONTEXT OF PARALLEL IMPROVEMENT IN PAK-AFGHAN RELATIONS, 
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AND CONFIRMED THAT SHAH HAD WORKED BEHIND SCENES TO PROMOTE 
BOTH. HE EMPHASIZED IRAN IS KEENLY INTERESTED IN DEVELOPING 
ITS TRADE WITH INDIA (IN TRANSIT ACROSS PAKISTAN) AND EX- 
PRESSED SATISFACTION WITH INDO PAK ACCORDS. ADDED HE BE- 
LIEVED TRAD PROMOTION WAS A MAIN OBJECTIVE OF IRANIAN PRIMIN 
HOUEYDA DURING HIS VISIT TO NEW DELHI LAST WEEK AND ASSUMED 
HOUEYDA HAD PLUGGED FOR INDO PAK TRADE ACCORD IN THE PROCESS. 
IN RESPONSE TO QUESTION, PEDRAM STRESSED THAT SHAH SERIOUSLY 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 


FAVORS EXPANSION OF RCD - ESPECIALLY COMMERCIAL ASPECTS - 
TO INCLUDE INDIA AS WELL AS AFGHANISTAN, BANGLADESH AND 
OTHER FREE ASIAN COUNTRIES AS FAR AS AUSTRALIA. PEDRAM CITED 
IN THIS CONNECTION SHAH'S REMARKS IN EXCLUSIVE INTERVIEW 
IN TEHRAN WITH PUBLISHER OF PAKISTAN'S MUSAWAT, CARRIED 
IN ITS MAY 9 ISSUE HERE AND REPORTED IN PAK-ENGLISH PRESS 
MAY 10. 

5. MOST OBSERVERS THINK ALL DEPENDS ON MANNER IN WHICH 
AGREEMENTS ARE IMPLEMENTED. ANNOUNCEMENT THIS WEEK THAT 
DIPLOMATIC AND OTHER LINKS WILL BE RESTORED BY JULY 24 IS 
REGARDED AS A HOPEFUL SIGN. RE KASHMIR, STILL AN EMOTIONAL 
ISSUE IN PUNJAB, MOST ACKNOWLEDGE THAT SETTLEMENT WILL NOT 
COME EASILY. MANY HERE ADMIT PRIVATELY THAT ACCEPTANCE OF 
PRESENT CEASEFIRE LINE IS PROBABLY BEST PAKISTAN CAN HOPE 
FOR, BUT POINT TO DOMESTIC POLITICAL RISKS INVOLVED. SOME 
EXPRESS DOUBT THAT BHUTTO COULD SELL SUCH AN AGREEMENT GIVEN 
SUSPICION IN OPPOSITION QUARTERS AND ELSEWHERE THAT HE WAS 
RESPONSIBLE TO SOME DEGREE FOR 1971 DEBACLE. FOR HIM TO 
ABANDON KASHMIR CAUSE, THEY FEEL, WOULD BE GOING TOO FAR. 
KASHMIR ISSUE ASIDE, OVERALL ATTITUDE IN PUNJAB IS WAIT- 
AND- WATCH WITH AN UPBEAT ACCENT. 

SPENGLER 

UNQUOTE 

BYROADE 
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